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List of Acronyms

ACDINOCA  formerly Agricultural Cooperative Development I nternational/\V olunteers in Overseas
Cooperative Assistance

ADC Agribusiness Devel opment Center
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MAC Marketing Action Center
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MASFAMchinji Area Smallholders Farmers Association
MASIP Maawi Agricultural Sector Investments Programme

MIS Management Information Systems

MK Malawi Kwacha

MT Metric ton

MUSCCO Malawi Union of Savings and Credit Cooperatives
NAC Nationa AIDS Commission

NASCENT NASFAM Center for Development
NASCOMEX NASFAM Commodity Marketing Exchange

NASDEC NASFAM Development Corporation

NASFAM National Smallholder Farmers Association of Malawi
NORAD Norwegian Agency for Development

NSP NASFAM Strengthening Project

PPU Policy and Programs Unit

PROSCARP Promotion of Soil Conservation and Rural Production
SACCO Savings and Credit Cooperative

SADP Smallholder Agribusiness Development Project

TOT Training of Trainers

VCT Voluntary Counseling and Testing



Project Year Highlights

October 2002- September 2003

? NASFAM launches subsidiary companies

NASFAM launched its three companies a its Annud Generd Medting in Lilongwe on 5

December, 2002. The Principal Secretary for the Ministry of Agriculture presided over thisvery
colorful function. Candlelighting symbolized the birth of the NASFAM Devel opment Corporation
(NASDEC) — the holding company, NASFAM Commodity Marketing Exchange (NASCOMEX)
— afor-profit company, and NASFAM Center for Development Support (NASCENT) —anot-

for-profit company. As outlined in the NASFAM Strategic Development Program, each of these
companies plays complementary rolesin NASFAM'’ s continued growth and in its approaches to
sugtainability. Each company’ s operations are discussed later in the report.

? NASCOMEX starts buying nonmember produce
The changein focusfrom member- based marketing to aggressvely pursuing chalenging marketing
contractsresulted in NASCOMEX procuring 240 MT of produceinduding groundnuts, Birdseye
chiliesand soybeans (againgt atarget of 200 M T). In 2003/04, NASCOMEX plansto procureand
&l 1,100 MT of various produce from nonmembers.

This program has proved to be highly popular not only to NASCOMEX, but to numerous
smallholders who have aways wanted to be a part of the NASFAM system but have never
qudified to form or join aNASFAM association.

? NASCOMEX’s own-generated income contributes significantly to its overheads
The marketing department had a splendid season in 2003/04 turning in agross profit of MK 6.5m,
to which nonmember trading contributed MK 2.9m. The department more than covered itsdirect
expenses of MK 2.9m, earning a positive contribution of MK 3.7m towards NASCOMEX’s
overheads. Thegross profit on nonmember trading done, therefore, covered the direct expenses of
the department.

? NASFAM conductsan impact assessment survey
NASFAM recently conducted an impact assessment survey covering al the participating dubsinits
member asociations. The main objective of the study was to establish the extent to which
NASFAM programs and member services haveimproved thelivelihood of participating members
and households. The study sought to assess members' progression asregardsincomelevels, food
Security, asset ownership, cash savings, investments and technical knowledge. For control
purposes, smilar datawas collected from nonmembersin the sameareaand growing the same core
crop. Aninitid summary is attached to this annua report, and a comprehensive report will be



produced within the next two months.

Member ship figures approach 100,000

NASFAM has maintained its membership at just under 100,000, and as of September 30, 2003,
membership was at 34 associationswith thenumber of farmersat 95,287. Women makeup 35%
of the membership.

NASFAM getswithholding tax exemption

After along advocacy campaign, the government hasfinaly granted awithholding tax exemption to
al amdlholder farmers growing and sdlling tobacco at the auction floors. Thisremarkable success
has boosted the morale of NASFAM members and persuaded other farmerstojointhe NASFAM
family. NASFAM’s Policy and Programs Unit is now advocating for theremova of thistax for all
smdlholder farmers growing other cash crops, such as coffee, groundnuts and chilies.

Crop marketing valuesincrease by 50%

NASCOMEX continues to provide improved marketing servicesto itsmembership. Thevaue of
non-tobacco produce marketed rose from US$ 600,000 for last year to US$ 914,830. Every
effort isbeing madeto ensurethat farmers till get more benefits by being membersthan just sdlling
their produceto NASCOMEX. Most of the crop marketing started around April/May and pesked
around July/August. For some crops—such as groundnuts—some marketing till continues. Bdow
isasummary of marketing activities for the season.

NASCOMEX Crop Marketing Summary - June 2003 to September 2003

Crop Volume Purchase Value SalesValue SalesValue
(MT) (Million MK) (Million MK) (US$)

Zikometso chilies 84 10.08 26.6 286,263
Bdaka chilies A 493 7.729 78,380
Nonmember chilies 14 21 2722 25,440
BASFA cotton 383 8225 9.921 96,327
Groundnuts 620 217 16.757 168,280
Nonmember groundnuts 180 7.2 4.801 48,015
KASFA rice 148 2.146 Not yet sold Not yet sold
Paprika (Mzimba, Rumphi, 45 Pre-financed 0.239 2,757
Kasungu)

Soybeans 238 3332 4848 53,867
Totals 1,741.5 60.913 76.005 787,862

NASFAM and NORAD sign a partner ship agreement

NASFAM and the Norwegian Agency for Development (NORAD) recently signed a partnership
agreement for grant support. The partnership, which isan extenson of the first agreement, will run
from April 1, 2003 to March 31, 2006. Funding ismainly for the capacity functions of NASDEC
and member associations, and program support for NASCENT. A sub-grant was dso given to



Maawi Union of Savings and Credit Cooperatives (MUSCCO) for associations commercid
operations, such as vaue-adding activities.

Associationsreceive funding for self-help projects

Eight NASFAM associations received funding from NASFAM to carry out self-help projectsin
their areas. The projects—modtly bridge repair and/or road congtruction—are crucid for the
success of the associations' trangport and marketing programs asthey increase the accessibility of
these rural areas and reduce transport costs.

All the projects are matching grant projects, inwhichassociations are contributing one-third of the
total cost in-kind, aslabor and locally found materids. NASFAM isproviding hardware, like sted
bars and timbers, and technical expertise.

Farm Input supply shops increase association revenue

Association supply shops are becoming an important commercid activity, with Sx new shops
garting operations this year, bringing the total to 49. NASCOMEX has become the main supplier
of shop commaodities, induding seed, treadle pumps, chemicalsand hardwareitems. Gross salesof
supplies to shops have exceeded MK 4,345,332 since the start of the year.

Gender/HIV program

The NASFAM Gender Program has been revised, placing morefocus on gender integration at the
association membership level. An HIV/AIDS program has aso been developed, looking at the
impact of the epidemicon agriculturd production and association business, and how thisimpact can
be mitigated. Training of trainersfor Association Gender Officersand gender sub-committees was
conducted this year, and this was followed by regiona and association level workshops for
Asociation Executive Committees.

Technical training

NASFAM management and association fidd staff initisted 8,226 training and business meetings
since October 1, 2002 involving 142,404 farmer participants. Women attending these sessons
represent 34% of the participants.

Association/NASFAM present audited accounts

NASFAM and dl affiliated member associations presented annua accounts at their respective
Annua Generd Mestings held between September and December 2002. Thefinancid statements
indicated that dl asociaions are going concerns, with some associaions like Zikometso Chili
Associationin Mulanjeand Karonga Smalholder Farmers' Association (KASFA) regigteringanet
aurplusof over MK 7,300,00 and MK 2,400,000, respectively.

NASCENT and NASCOMEX board of directors established

Boards of directors for the NASFAM Centre for Development Support and NASFAM

Commercid and marketing Exchange have been established. During the year, the two boards had
two meetings each. The boards play an advisory role and report to the NASDEC board on any



governance issues. Members of these boards were selected from the NASDEC board based on
their expertisein development or commercid activitiesandtheir potentia contributiontotheboards.

NASFAM and MUSCCO sign a Memorandum o f Agreement

NASFAM and MUSCCO signed a Memorandum of Agreement running from April 1, 2003 to
March 31, 2006. The agreement is for a venture that will involve MUSCCO managing a US
$300,000 fund from which NASFAM associations will access finandng for commercidly vigble
sarvices, farm input credit, and venture capitad for value adding to member crops. Thisfundisa
sub-grant under the NASFAM/NORAD agreement.
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NSP Background

This report covers the find year of the three-year NASFAM Strengthening Project (NSP) —
October 1, 2000 to September 30, 2003 — an extenson of the Smalholder Agribusiness
Devedopment Project (SADP) that focused on the transition of NASFAM into a susainable
business organization.

SADP

The Smdlholder Agribusiness Development Project (SADP I and I1) wasan expanson of anearlier
smallholder project implemented by Agriculturd Cooperative Development International — ACDI
(February 1994 to August 1995). SADP supported smalholder agribusiness development by (1)
improving smalholder access to agricultura inputs and better returns on agriculturd saes, (2)
supporting smdlholder sdf-rdiance and sdlf- sufficency through improved bus ness know-how; ad
(3) promoating collective action through commerciadly sound, farmer-owned associations.

Clubs to Associations

SADP, and now N SP, workswith rura farmer groups, or “dubs”, to develop commercidly vidble
group businessesthat arelinked to farmer associ ation sructuresthrough which smdlholdersredize
increas ng returns and contribute to economic devel opment through group action. Initsfirst year of
operation, SADP transferred the technica know-how to operate successful businesses, and
provided linkagesto service providers designed to bring about improved and sustainable servicesto
smdlholder clubs. Asthe needs of their farmer members became more gpparent, SADP supported
smallholder clubs to take collective action o solve problems and to develop more structured
associations of farmer clubs to acquire economy of size and collective power of voice. These
associations gradually began to devel op the capacity needed to carry out the technical servicesto
farmer clubs previoudy made available through SADP s technicad program.

Associations to National Organization

Smallholder farmer clubs operate in a highly complex environment that has been in a process of
continual changefor the past thirteenyears. Thiscomplexity has brought both opportunities—inthe
form of greater competition and improved access to cash earnings from specidized crops—and
hardships from greater uncertainty related to inflation, weskening of rura credit, unexpected
currency appreciation, and high cost of trangport.  Smallholders working with NASFAM have
chosen to respond to their changing environment through expanded farmer-controlled associations
that provide the marketing services and know-how needed by members to handle market and
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financia cmplexities. To date 34 farmer associations have been formed. These associations,
through their €l ected representatives, form the foundation of theNational Smallholder Farmers
Association of Malawi (NASFAM) — incorporated on February 11, 1998.

A Meansto an End

Since 1998, NASFAM has grown from the 14 founding associations to 34. Theearly Agribusness
Development Center (ADC) field devel opment system has been closed down, the number of head
officeand fiedd staff stands at 101 employees—down from 123—23 of which are cost- sharedwith
associations; the number of gaff on asociations' payroll is approximatdy 70% of the tota

employees, and farmer membership has grown from 18,700 to over 95,000. The trandtion from
project to ingtitution is complete, and USAID was joined by NORAD, DANIDA and

EU/PROSCARRP in the support of NASFAM.

However, the creation and expanson of NASFAM and its member network is not the main
objective: it is an effective means to an important end. The NASFAM corporate structure and
association network is atiered business structur e used to collectively accesstheindividud farmer
member b to deliver commercia services P to enable the farmer to better manage higher farm
busnessb resulting in increased family income and food security.

Itisintheresult of theseservicesand programsdeivered through the NASFAM network that the
successredly lies thered “end” misson of NASFAM isthatitscommercia and non-commercia
savicesresultin increased family income and food security.

The Scope of Project Impact —How Nonmembers Benefit

The NSPINASFAM program benefits dl Madawi smdlholder farmers & varying levels and
intengties. On the national level, impact is achieved through information dissemingtion via
newdetters and the media, and through effortsto improve policies affecting al smalholder farmers.
Onthelocal level, within target areas, NASFAM and association saffs influence smalholder
activitiesthroughout the entire Extenson Planning Area (EPA) through joint activitiesand hands-on
training of extenson staff, NGOs and other service providers.

In combination with the‘word- of-mouth’ promotion from member clubsand associations, thereisa
spillover toneighboring EPA farmer clubs that are beginning to request Smilar assstancedirectly
from NASFAM fidd offices. Consequently NASFAM hasexpanded from theoriginal 12 EPAsto
over 63 in a sevenyear period.

Onthefar mer-member level, association and NASFAM staffs ddiver direct technicd assstance
to motivated farmer clubs through the association/action group structures. 1n 1996, gpproximetely
200 corefarmer clubs, and 4,000 farmers, benefited from technica training and advisory services.
Now in 2003, NASFAM gtaff workswith 4,765 clubs and 95,287 farmers through 34 farmer-
owned associations.
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2.0 NASFAM Development Corporation - NASDEC

NASDEC is the holding company owned by al NASFAM member associations which each have
representatives on the Generd Assembly that meets twice ayear a the Annua and Generd Mestings.
Managed by the Chief Executive Officer answerable to a Board of Directors, NASDEC is home to
Association Deve opment Services, Finance and Adminigration, Audit and Financid Services, and the Crop
Production Units.

NASDEC has established direct relationships between itself and each of its association owners. Each
asociaionisamgor dient withinthe NASFAM portfolio, and NASDEC Organi zation Devel opment and
Crop Production and Marketing Managers (CPMMs) have been put into place to work with each
association. NASDEC provides direct, on-dte technica assstance through a smal cadre of regionadly-
basad business, management, financia and agricultura advisors, who work hand-in-hand with association
committees, staff and members, helping them to deal with both strategic and day-to-day issues. Financia
integrity is paramount to the operation of an effective business entity. Therefore, in addition to helping to
develop association financid systems, financia advisors carry out audit functions, and provide reportson
financiad performance and control system issues to associaion governing committees and NASDEC
management.

21  NASDEC/Association Memorandum of Agreement

NASFAM recognizes the importance of clear contractud relaionships between dl entitiesin the
NASFAM system. Memoranda of Agreement have been put in place between NASDEC and
member associations setting down expected association activities and outputs and technical and
other NASDEC support offered to associations. Marketing contracts have al so been established
between NASCOMEX and associations covering product supply commitments and marketing
arrangements. To date, al associations have sgned these contracts.

2.2  NASDEC Representational Structure and Governance
221 NASFAM Board of Directors

New elections were held at the 6" NASFAM Annud Generd Medting (AGM) in
December 2002 with four of the eight directors standing down but digiblefor re-eection.
Mr. Esau Mphepo from Kasungu, with his marketing qudifications, over five years of
practica experience asafarmer, hise oguence and energy, convinced thegenera assembly
of hissuitability for the position of NASFAM’ s chairperson. Thenew board isasfollows:




NSP 2002/2003 Annual Report

Directors Position Association
Mr. Esau Mphepo Chairperson Lisasadzi

Mr. Augustine Nyasulu ~ Vice Chairperson HengaValley
Ms. A. Juma Secretary Namadzi

Mr. Agnes Chavula Treasurer Nkhamanga
Mr. Ephraim Kachola Mchinji

Mr. Sky Majawa BASFA

Mr. Feston Zgambo Lwasozi

Mrs. EmmaNdaa Masuku

The board has met meets four times during the year to discuss program issues, determine
generd policy, and review progress towards goals. The board playsavery useful rolein
the start-up of new associations by atending formation meetings, asssting with bylaw
development, facilitating group discusson on issues and condraints, and presenting a
farmer/member’ s view of the association concept.

from the Malawi business community

Directorsaso attend the AGMs of al member associationsto learn from the experience of
others, to provideingght from their own successes and failures, and to assst in monitoring
eectionsand bylaw amendments. It is becoming commonplacefor NASFAM directorsto
be invited to agricultural workshops and conferences to provide the farmer viewpoint on
main agenda topics. Thisyesar, theboard participated in thefollowing externa workshops:

Smdl-scale Farmers Conference in Lusska, Zambia
Business Experience Exchange Program to Tanzaniaand Zambia
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NASDEC Annual and General Meetings

The NASFAM 6" Annua Genera Mesting took place on 11" and 12" of December
2002 and had an attendance of 96 representatives from 32 associations (3 each). Alsoin
attendance were observers from associations that have expressed an interest in joining
NASFAM, such as Mlelemba and Nkhotakota.

The Annua Progress Report was presented aong with the Annual Financial Report, and
KPMG, NASFAM's auditors presented the annual audit report.

The 6™ Genera Meeting took placein June 2003 at the Natural Resources College outside
of Lilongwe. Agan, 96 association representatives attended the meeting to hear
management reports and assess performancein rdation to planned activities and targets.
The guest of honor at thismeeting was Mr. John Engle, ACDI/VOCA’ s Chief of Party and
Technical Advisor for 10 years. Onthisoccasion, NASFAM honored Mr. Engle withthe
titte‘ Tate wa NASFAM' (NASFAM’ s father).

Association Annual General Meetings

NASFAM member associations held their AGMs between September and December,
2002. At the mestings, associ ation management presented annua reports, work plans and
budgets, and the NASFAM audit team presented the associations audited accounts.
These AGM s present an opportunity for the membership to design and direct the future of
their association. New committee leaders are dso elected a these meeting using
democratic principles. Each association AGM isdso attended by at least one NASFAM

At least one member per club attends
the association AGM

2.24 Awards Ceremony

The AGM wasconcluded with the much anticipated Awards Giving Ceremony, heldat Le

5
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Meridian Capital Hotd on thefina day of the meeting. Minister of Agriculture, Mr. Aleke
Banda, graced the occasion. This year was an improvement from previousyearsinthat a
variety of companies sponsored prizes to the deserving clubs and association for various
crops marketed through the associations, as well as prizes offered for other association
programs. A partid lis isasfollows

AWARD SPONSOR WINNER AMOUNT
Association ATC Zikometso MK5,000
Business Excellence
Award
Best Chili Clubs (3) NASCOMEX | Nankhulumbo — 988 kg (21 members) 10kg bag

Nazungu — 1,443 kg (28 members) fertilizer/member
Mdilima — 4,494 kg (29 members)
est Cotton Clubs (3) | Chemicals Umodzi iii — Utale Chapter (35MT) 3 parcels of
& Marketing | Tupasye— Mpilis Chapter (2.13MT) chemicals
Umodzi iii — Mpilisi Chapter (16.26M T)
Best Cotton MACs | Gresat Lakes Ngomwa — Utale Chapter (107.34MT) Cotton seed for
3 Chillembwe — Mpilisi Chapter (42.18MT) demonstration
Dziwe — Mpilisi Chapter (4L.7/MT) plots
Best Paprika Cheetah Rumphi — Jentha-jembe (235 kg) MK 10,000 per
Association S. Mzimba association
Kasungu — Zumani (795 kg)
Best Rice Clubs (2) NASCOMEX | Ngaramu- 16,081 kg (32 members) 10kg bag
FarmersOrg. | Lusekero- 14,504 kg (23 members) fertilizer/member
Limbikilani- 14,361 kg (23 members)
Best Fertilizer Buyer | NASCOMEX | Rumphi (four associations only) 4 bicycles
Best Loan MUSCCO Henga, Nkhamanga and Nsipe MK 10,000 each
Repayment association
Best Gender NASCENT Leadership: BASFA and Chitsime 2 bicycleseach
Committee Association
M embership: Nkhamanga
Person of the Y ear NASDEC Tom Benink Mug, 20kg rice,
Certificate

Association Registration

NASDEC has contacted NASFAM’ s Lawyer, Mrs. Rose Kanyuka, to register associations as
not-for-profit companies. Mchinji and Rumphi Associations have dready been registered asmodds
of asgngle and joint association business, respectively. This exerciseisimportant for the smooth
running of the associations business activities, and will dlow them enter into legdly binding
contractua agreements.
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NASFAM | NASFAM |

Commodity Centre for
Marketing Development
Exchange ‘ Support

For-profit Not- for profit

National Smallholder Farmers' T
Association of Malawi ‘-,

NASFAM’snew structure
Finance and Administration

The Finance and Adminigration functioniscentrally basedin NASDEC, serving dl three corporate
companies and the two main donor programs. USAID/NSP and NORAD. The department also
manages the Trading Fund, Venture Fund and Association Equipment Fund, and accounts for dl
revenues earned through NASCOMEX and NASDEC. The complexity of NASFAM operations
has increased exponentidly over the past two years, in particular with regard to NASCOMEX
activities. A new financid accounting package, CODA, has been indaled to handle the new
corporate structure and increased business volume.

Finance and Adminidration is headed by the Director of Finance, a qudified accountant, Anna
Kyumba, who is asssted by Gerard Grant, NASFAM Financial Advisor, who until September
2003 was under an ACDI/NVOCA contract. Financid integrity and solid financid sysemsunderpin
NASFAM’sability to become sustainable, and NASFAM requiresfurther sysemssirengtheningin
theareaof budgetary management and inventory control. NASFAM plansto maintain Mr Grant’s
sarvices for this purpose under a direct contract for the coming three years.

Adminigration is responsible for property management, vehicles and procurement for dl three
entities, and was for most of the year respongble for personnd management. Latein thefinancid
year, NASFAM recruited a dedicated Human Resource Manager with responsbility for both
personnd matters within the three NASFAM companies, and for technicd assstance in human
resource development to member associations. The Human Resource Manager is responsible
directly to the Chief Executive Officer.

2.4.1 Financeand Administration Department

Finance and Administration Department

Headed by: Director Finance
Supported by: Financial Advisor
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Finance Administration

Saffed by: Saffed by:

Accountant - USAID/NSP and Trading Fund Administrator
Accountant - NORAD and NASDEC Administration Assistant

Accountant - NASCOMEX
Accountant - NASCOMEX (Fertilizer and Transport Program)

Human Resour ce Department
Headed by: Human Resource Manager

Grant and Revenue M anagement

Beginning in FY 2000/1, dl revenues and grants were incorporated in a sngle NASFAM
Group budget. The annud audit conducted by KPMG incorporates al funds including
NASFAM (NASDEC/NASCOMEX ownfunds), NSP, NORAD and other grantsinto a
single annud financia report. The audit report is provided to al grantors.

NSP and NORAD share the bulk of development funding, providing 45% and 35%
respectively in FY2003. NASDEC and NASCOMEX’ sown revenues equated to 20%
of totd funding. This placed NASFAM exactly on target for FY' 2003 with regards to
financid sugtainability indicators.

Funding share percentages change according to the number of donors and amounts of
funds provided. Both DANIDA and PROSCARP ceased their funding in FY 2002, with
NORAD teking over key DANIDA programs. NORAD funding increased
proportionately. NASFAM hasincreased itsbudget sharefrom 6% in FY 1999to0 20%in
FY 2003.

NASFAM Grants and Revenues
Per cent of Budget

Revenue Source 99/00 00/01  01/02 02/03
NSP 54 38 47 45
EU-PROSCARP (ended June, 2002) 7 4 2 0
DANIDA (ended May, 2002) 3 27 18 0
NORAD 0 27 19 35
NASFAM 6 4 14 20

Total 100% 100% 100%  100%
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2.4.3 Human Resources

The number of NASFAM contracted staff—Head Office, Regiond and placed with
associations—stands at 97, indluding driversand other support staff. NASDEC fidd staff
has declined from 36 in FY2001 to 22 in FY 2002, and stands at 23 in FY 2003 (plus10
drivers). NASCOMEX has six gaff in thefidd.

Association gaffs continue to make up the largest portion of employees. 12 Association
Managers and 11 CPMMs are under NASDEC contracts but cost-shared with the
asociaions. Association drivers are still under Head Office contracts to ensure vehicle
security, control and accountability: al field vehicles are still under NASDEC control.

NASFAM Corpor ate Staff

NASDEC NASCENT NASCOMEX  Total
Head Office Management 3 2 1 6
Program 6 5 9 20
Support 20 7 2 29
Regional Program - - 4 4
Support 7 2 9
Association Managers 12 12
CPMMs 11 11
Drivers 10 10
Totals 69 14 18 101

244 Volunteers

NASFAM hasalong higtory of working with internationd volunteer organi zations (Peace
Corps, VSO, APSO and WUSC). Two UN volunteers—Ledey Holst and Musa ld—
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joined NASFAM in April 2002. Ledey Holst continued her work within NASCENT' s
Policy and Program Unit assging with NASFAM'’s socid agenda, maingtreaming
HIV/AIDS and gender issues. Musald is Centra Region Management Advisor. Both
volunteers have contracts until 30 September 2004.

Audit and Financial Syssems Unit — AFSU

An annud audit isamandatory association membership criterion. The AFSU team isdedicated to
the financid accounting hedth of member associations, and they work closdy with Human
Resource Development in the areas of accounting training and bookkeeping manua devel opment.
Theteam conducts association financid reviewson aquarterly basis, and preparesaudited financid

reports based on audited accountsfor al associations. Thesereportsare presented at association
AGMs during October and November each year. In FY2003 84% of member associations
received clean audit reports. The remainder failed to do so because of weaknesses in financia

procedures.

Recurrent problems for dl organizations operating in remote locations and handling significant
volumes of cash are robbery (increasingly, armed robbery) and employeefraud. Throughimproved
systems and monitoring by AFSU, NASFAM was able to reduce the incidence of fraud by ahdf,
bringing it down to 1.6% of tota association turnover. Work will continue to try to reduce this
percentage further.

Another problem faced by dl organizations, and particularly acute among those based in rurd
aress, is that of gaff retention, with many staff looking for employment in urban centers. The
chances of finding such dternative employment sgnificantly increase as St aretrained and become
more competent. AFSU faces an ongoing chdlenge of training new staff dueto ahigh turnover of
bookkeepers and shop clerks.

Crop Production Unit

Thislast year has seen the start up of the Crop Production Operations Department (CROPS) under
NASFAM Development Corporation. Programs, particularly a the association level, sarted alitle
late because some CPMM positions had not yet been filled. ThisSituation has since been corrected.
As a reault of this delay, it was not possible to run some of the programs, induding seed
multiplication, seed procurement, and natural resource management programs.

2.6.1 Seed Procurement

o Seed for paprika was sourced from Cheetah, and supplemented with that supplied
directly by Cheetah through the ADD offices.

o All maize seed was digtributed through the Farm Supply Shop by NASCOMEX.

10
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2.6.2 Seed M ultiplication

o Chili seed multiplication was Started in Balaka to ensure that the seed conformed to
specifications of the export markets, and that enough seed was produced to meet
associdion requirements.

o Kilombero rice seed multiplication was serioudy hampered by the drought that hit
Karonga. Fortunately, there is just enough seed to supply the asociation for the
2003/04 season.

2.6.3 Forestation

o Over 550 kg of variousindigenousforest tree seed, valued at over MK 600,000, was
procured and distributed to &l associationsin the drive to encourage forestation. The
visonisfor NASFAM membersto take thelead in promoting forestation intheir areas
of operation.

2.6.4 Small-scalelrrigation

o This program was introduced for paprika cultivetion on a pilot basisin sdlected areas
where adequate water supplies were available, mainly in Namwera, South Mzimba,
Rumphi and Karonga.

o About 100 farmers participated in the program, covering approximately 10 ha 40
treadle pumps were sourced from Ministry of Agriculture and Irrigetion (MAL).

o From the encouraging results observed o far, the program is likely to be expanded
next year. Severd membersof saff in the respective associationsweretrained to set up
the irrigation systems.
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Association members are shown how to use the
treadle pump by the CROPS Unit

2.6.5 Demonstration Plotsand Field Days

o Cotton demondration plots were conducted in collaboration with Farmers
Organization and Chemicas and Marketing Madawi using treated seed, herbicides,
chemicds, and generd crop husbandry. These plots have proved useful in extending
new production technologies to cotton farmers in the Balaka Smallholder Farmers
Association.

2.6.6 Cost of Production Analyses

o Datahas been collected reating to the key crops being marketed by the associations,
and arebeing andyzed. Thisinformation will assst associationsin setting pricesthat will
ensure that they are benefiting from their agri-businesses.

2.6.7 New Linkagesand Joint Activitiesunder CROPS

2.6.7.1 NASFAM/ICRISAT

Q

Thislinkage has been highly productivefor NASFAM asit hasled to progress
inthe export of groundnutsto the European market, and hasfacilitated aseries
of trainings on groundnut and pigeon pea production and quaity management.

Two surveys were conducted between May and July 2003 redding to
groundnut and pigeon peaproductiontoidentify key areasto be addressed for
increasing productivity. These surveys will form the bass for al productivity
work next year.

Another activity under the partnership is the improvement of Chaimbana.
About 2MT of unshdled true-type Chalimbana was procured, which will be
planted in the 2003/04 season to initiate the improvement of the crop.

2.6.7.2 World Agroforestry Center/Wildlife Society of Malawi (Zomba Branch)

a

2.6.8 Training

This linkage was created to support efforts in forestation in Zomba. The two
indtitutions will provide the necessary technica back-stopping and training for
Zomba NASFAM aociations. Similar linkages are envisaged for  other
associations.
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Crop production trainingsform amaor component of CROPS activitieswith the objective
of enhancing gaff capacity to conduct farmer extension. 12 training sessons relding to
various programs were conducted.

Training Details Participants Attendance Collaborative
Categor ies Partners

Cotton Sprayers and Extension CPMMs, AFOs, PA 7 Clark Cotton Ma awi
M ethodol ogies
Paprika Production (for Southern Region | CPMMs, AFOs, PA 16 Cheetah Malawi
Associ ations)
Paprika Production (for Northern Region | CPMMs, AFOs 17 Cheetah Malawi
Associations)
Plant Nutrition, Crop Protection, Farm Supply Shop 32 IFDC and POSAM
Fertilizers attendants
Aflatoxin Management (Hyderabad, CROPS Manager 1 ICRISAT
India)
Setting up Smallholder Irrigation CPMM (1), AFOs (4) 5 NRC/MAI
Schemes
Groundnut Production CPMMs, AFOs, PA 24 ICRISAT
Paprika Production (Karonga CPMM, AFOs, 31 Cheetah Malawi
Association) farmers
Pigeon Pea Production CPMMs, AFOs, PA 26 ICRISAT
Tree Propagation, Irrigation, Soil and CPMMs, AFOs 36
Water Conservation

2.7  Association Business Development

2.7.1 MUSCCO/SACCO Farm InputsLoan

During the 2002/03 agricultura season, MUSCCO disbursed loansto 204 clubsfrom 13
associations. These associ ations were grouped under four Savingsand Credit Cooperaives
(SACCOs), namey: Rumphi, Umozain Mzimba, Ntcheu and Namwera. A total amount of
MK17,565,440.00 was disbursed. Of this, MK16,955,928.06 has been recovered,
representing a repayment rate of 96.5%.

Table 1 below depicts loan repayment by clubs that accessed loans from MUSCCO.
Despite the balances that have not been settled, dmost al clubs made some payments.
Only asmadl number of clubs did not repay their loansin full.

To preserve the reputation of associations within the NASFAM system, measures have
been put in place at the association level to ensurethat only serious members benefit from
theloan program. These measureswill include verifying the membership of clubsso that no
club isformed by family members, as has been the case in some areas.

SACCO L oans Repayment Schedule

SACCO |Amount Borrowed | Amount Repaid | Repayment Rate (%) |
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Namwera
Rumphi
Ntcheu

Umoza

3,243,343.00
8,978,060.00
2,255,340.00

3,088,697.00

3,026,024.06
8,613,324.46
2,255,340.00

3,061,239.54

93.3

100

2.7.2 National Bank Loans

Some clubs from NASFAM associations accessed agro-inputs loans from Nationd
Bank. Associations that accessed these loans were from Rumphi, Kasungu and Zomba

In abid to reduce the number of defaulting clubs, Nationa Bank introduced apolicy of
withholding 10% of the projected sdes proceeds from each club that benefitsfrom theloan
program. This policy causes every club in the association that has been incorporated into
the borrowing list to monitor their colleagues with regard to the use of inputs acquired
through loans, and it creates a commitment to sl produce through the agreed channdl.

The 10% withheld—or a proportion thereof—is subject to refund after the repayment of
theloans. Beow isasummary of the program.

Association Repayment Rate (%) Number of Clubs Amount (MK)
Chipda A 2 7,833,300
Chamama 100 28 9,360,800
Chulu 100 27 7,544,300
Lisasadzi P9 30 11,569,700
Henga 100 13 2,049,000
Nkhamanga 100 29 6,204,500
Hewe 100 7 1,234,000
Kasitu P9 23 4,746,700
Dzaone 100 21 1,416,516
Total 200 51,958,816
Average 99

2.7.3 Viable Association Business Services

o All associations have strategic plansthat focus on the operation of paraffin businesses
through the ingdlation of paraffin pumps, and the indtallation and operation of maize
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2.8

mills, aspriorities. However, to date, no association has had aparaffin pump or amaize
mill ingtalled and made operationd. The main condraint has been the unavailability of
business loans.

2.7.4 Association Business Loans

u]

Under the NASFAM/MUSCCO agreement, associations can access business
loans which they can use for expanding their income generating activity portfolio.
Lisasadzi Associationin Kasungu and M chinji AreaSmallholder Farmers' Assodiation
arethefirgt beneficiaries of the businessloans program the under NASFAM/NORAD
agreement with MUSCCO. A tota of MK 1,474,229.80 has aready been approved
for disbursement to the two associations. Lisasadzi Association will receve
MK700,000.00 of the approved amount, and the baance will go to Mchinji
Asociation. Sdles operations in Lisasadzi and Mchinji will commence in mid-
November and late November, respectively.

Theremaining associationsare working on their feesbility gudies Sincethe operationa
year iscoming to an end, it is gpparent that most of the viable business services will be
implemented in 2003/04.

2.7.5 Paraffin Pumps

u]

Some associations are currently sdlling paraffin on a smal scale usng the 210 liter
drums. Nsipe Association in Ntcheu isthe pioneer of thissmall scale paraffin business.
Paraffin is being bought from Blantyre at wholesde price and resold in Nspe é retail

price. The association combines purchasing activities (paraffin and other productsfor
shops) so asto minimizetrangportation costs. Thissmal scaebusnessisbeing usedas
away of raising consumer awarenessin advance of theingalation of aparaffin pump.

Association Expansion and M ember ship Status

Farmer and club numbers have leveled off thisyear with little increase over last year. Thereare 34
associationswith 4,765 clubs, 529 marketing centers, and 95,287 members. The geographic land
area of NASFAM, represented by the number of EPAS, is63 EPAS.

AMC
L ocation

Balaka
Balaka Chili
Karonga
Kasungu
LL North
LL South

# of %ageof % age of
Assoc. EPAs MACs CLUBS female male  Females Males Total

1 6 38 230 26% 4% 1,139 3,242 4,381
2 3 8 63 23% 7% 372 1,244 1,616
1 2 A 166 36% 64% 1,257 2,235 3,492
4 5 7 801 37% 63% 5493 9,34 14,847
3 3 47 453 42% 58% 3,254 4,404 7,748
3 4 28 294 28% 2% 1,348 3,466 4,814
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29

Mchinji 1 6 50 656 5% 41% 11,900 8270 20170
Mulanje 1 12 50 292 40% 56% 3461 4405 7,866
Namwera 4 4 45 309 25% 5% 1370 4100 5479
Ntcheu 2 2 30 184 24% 76% 677 2143 2820
Rumphi 4 7 48 535 4% 56% 4,454 5668 10,122
S. Mzimba 4 4 28 372 33% 67% 1,659 3369 5028
Zomba 4 5 46 410 36% 64% 2485 4419 6904
TOTAL 34 63 529 4765  35% 65% 38870 56,417 95,287
2.8.1 Tracking Gender

NASFAM tracks gender in termsof participation and leadership. Over the past Sx years
femae membership has risen from 11,000 to 38,870, representing 35% of tota
membership.

The number of women in leadership postions has increased steadily since NASFAM
started. Women make up 8% of al association dhairpersons, and 33% of NASFAM
association representatives to the NASFAM Generd Assembly. Women also make up
25% of association executive committee members. Under the NASFAM gender program,
women are not dected into leadership positions smply because of their sex. Women are
elected if they have the necessary qudlities for leadership. Thus the 25% that hold
leadership pogitionsis a powerful indicator of women's empowerment.

NASFAM has an equd rights policy regarding gender. Staff is trained to ensure that
women areintegrated into al NASFAM commercid activities. \WWomen are encouraged to
participate in association leadership functions (committees, sub-committees, generd
assemblies and chair positions), and staff monitors activitiesto ensure that democretic and
economic rights are enforced. Despite the “socid conscience’, the dominant NASFAM
gender theme is “ Gender integration makes good business sense’.

Association Performance

Performanceisrated under saverd categories:

[ W W |

Fiscd bottom line

Commercid program implementation
Management and controls

Member participation

The table below illugtrates fisca performance (see attachment for more details). All associations
have made asurplus every year for the past five years. The collective surplus of MK99.413 million
is ggnificantly higher than last year's MK70 million  All amounts shown below are association
funds and members equity.
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Association Income and Expenditure for the 2002/03 Financial Y ear

AMC Location

Ntcheu

Kasungu

Lilongwe

Lilongwe

Rumphi Shops

Rumphi Ass.

Karonga
Mzimba Shops

Mzimba Ass.

Balaka

Mulanje
Zomba

Namwera

Association Name

Nsipe
Kandeu
Chipala
Chamama
Lisasadzi
Chulu
Chogonthi
Nyanja
Mpenu
Lesa

Ukwe
Chiwamba
Henga
Bwengu
Kasitu
Enukweni
Mzokoto
Nkhamanga
Hewe
Henga
Kasitu
Hewe
Nkhamanga
KASFA
Joka-Lwasozi
Champhira
Elangeni
Crop Marketing
Joka
Champhira
Lwasozi
Elangeni
Baaka Chilies
BASFA
Shops
Zikometso
Thondwe
Dzaone
Ngwerero
Namadzi
Nyambi
Masuku
Katuli

Ntiya

Gross Income (MK)

1,449,390.54
1,341,478.18
2,006,741.14
1,810,743.16
1,793,329.77
1,499,528.59
416,441.22
614,757.49
1,004,218.00
587,620.00
772,529.71
958,198.58
484,256.25
2290,652.61
195,876.78
284,564.10
278,944.97
279.8771.73
304,248.05
1,429,792.30
831,768.50
533,536.00
1,612,879.54
3,124,990.81
336,390.97
228,377.76
170,355.29
955,642.84
410,035.00
429,662.00
433,365.00
553,476.00
8,208,612.85
13,982,093.65
213,325.02
20,548,008.83
1,116,815.50
1,720,858.58
807,825.90
755,138.17
717,380.78
1,171,534.02
798,581.33
901,332.92

Total Expenditure (MK)

1,147,240.13
1,291,580.83
1,173987.74
965,659.94
1,454,194.58
1,292,954.64
332,081.52
525,943.16
848,398.33
346,780.20
315,670.00
813,558.85
255,329.50
162,351.00
121,288.00
255,946.00
154,519.50
246,011.00
212,108.50
944,144.76
771,087.33
381,380.92
781,716.56
720,849.10
22,853.33
22,903.31
16,613.33
515,083.95
212,767.69
339,946.29
404,664.78
473,075.65
7,180,293.92
12,524,145.02
86,732.20
22,161,006.62
502,567.00
774,386.40
463,521.20
337,918.00
522,821.40
1,084,692.75
673,935.34
505,599.80

Net Surplus (MK)

302,150.41
49,897.35
832,753.40
845,083.22
339,135.19
206,573.95
84,359.70
88,814.33
155,819.67
240,839.80
456,859.71
144,639.73
228,926.75
67,301.61
74,588.78
28,618.10
124,425.47
33,866.73
92,139.55
485,647.54
60,681.17
152,155.08
831,162.98
2404,141.71
313,537.64
20547445
153,741.96
440,558.89
197,267.31
89,715.71
28,700.22
80,400.35
1,028,318.93
1,457,948.63
126,592.82
7,387,002.21
614,248.50
946,472.18
344,304.70
417,220.17
194,559.38
86,841.27
124,645.99
395,733.12
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2.10

Mchinji M chinji 12,108419.75 11,274,901.24 83351851
Total 99,412,596.18 75,615,211.31 22,963,866.36
Field Training

Asociation Feld Officers (AFOs) have replaced NASFAM funded Technical Service Advisors
and are charged with the three main tasks of ingtitutional development and capacity building,

commercid operations, and communication. Crop extensonisafourth task that hasbeen added on
thisyear. All AFOs file monthly reportsand the MISUnitinNASCENT isresponsiblefor dl field
data. During this year, field gaff has initiated 8,226 training and business meetings involving

142,404 participants. Women attending these sessions represent 34% of the participants.

EPA Activities
Business | Training Total Club Total | Women Men Total
October 17 9 24 231 204 462 666
November 11 7 18 Y/ 99 231 330
December 13 6 19 A 99 158] 256
January 13 6 19 46 106 208 315
February 14 6 20 113 139 373 512
March 13 7 20 o4 104 200 34
April 23 5 28 82 190 431 621
May 15 5 20 60 141 236 376
June 13 4 17 19 42 50 92
July 20 1 21 25 a1 33 124
Aver age/month 15 6 21 73 121 238 360
Total Traininggmonth 503 182 686 2400 4008 7860 11867,
Total trainingsannum 6,038 2,188 8,226 28,794 48,090 94,314 142,404

A typical market center meeting led by the chairperson and assisted by the AFO.
Morethan 2,400 such meetings take place every year.
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3.0

NASFAM Center for Development — NASCENT

The NASFAM Center for Development Support has three Program Units: Human Resource Devel opment
(HRD), Policy and Programs (PPU), and Management Information Systems (M1S). While most of the
programs are designed specificaly for NASFAM farmers and associations, NASCENT represents all
gmdlholder farmers in the country. The intention is that through training programs, media programs,
vernacular newdetters, and representation a al smalholder related forums, NASFAM will positively
advocate for dl farmers, and dl non-affiliated farmers will become familiar with NASFAM concepts and
benefits, creating eventua demand for further expansion.

31

Programs and Policy Unit

The NASFAM system has provided the smalholder network in Maawi with the ability to have a
voice and contribute to nationd development. Smdlholder empowerment has meant the ability of
NASFAM members and the broader smalholder community to see themsdlves as an engine for

change, rather than the object of change.

Every year, NASFAM develops a policy based on consultations held throughout the entire
NASFAM system and with key externad stakeholders. The platform highlights key policy impact
aress, outlining issuesaffecting smdlholder livelihoods, specifying impacts, NASFAM’ s dance, and
gpecific action to be taken. Currently, the NASFAM policy platform addresses four key policy
impact areas. amdlholder accessihility to financid services, marketing and pricing mechanisms rurd
agricultura commerdidization; and rurd infrastructure. With ever-changing economic and socid
chdlenges, the NASFAM policy pogram will continue to be crucia to the success of the
NASFAM business system.

Thisyear, more detailed research into the policy impact areas was conducted by renowned extemd
conaultants. The papers that were developed will be presented at a‘ State of the Smdlholder
Farmer’ Conference scheduled for early next year.

During the year, the NASFAM policy advocacy program concentrated on withholding tax issues
with the Mdawi Revenue Authority. NASFAM was advocating for awithholding tax exemptionfor
smallholder farmers sdlling on the auction floors. Thiswas because NASFAM established fromits
database that these smallholder farmers earn less than the taxable threshold of MK 36,000 per
annum. After long discussions and press campaigns on the matter, the government findly granted a
withholding tax exemption to dl smdlholder farmers growing and selling tobacco at the auction
floors. Thissgnificant success has boosted the morale of NASFAM members and persuaded ather
farmersto join the NASFAM family.

NASFAM, as a member of the MASIP (Mdawi Agriculturd Sector Investments Programme)
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3.2

Task Force continued to participate in task force meetings during the quarter. Policy issues that
were discussed and pursued focused on smalholder accessibility to farm inputs (manly fertilizers)
and the roles that different organizations can play in solving the problemsthat farmers encounter in
this area. 1ssues of subsidy were aso discussed. Primarily, NASFAM'sinvolvementin MASIPis
amed at presenting the smdlholder perspective on policy issues, and providing alink between
NASFAM and other organizations in the sector.

Communications
3.2.1 NASFAM'’s Titukulane Newdetters

Over 6,000 newdetters are published every quarter in three languages (English, Tumbuka
and Chichewa). The content of the newd etter has been adapted to new initiatives over the
past year and is how a multi-crop, agribusiness publication that encourages income
generding activities and targets progressive and motivated smalholder farmers and their
dubg/associations. The newdetter isissued to the following client groups:

Target Clients Digtributed by
NASFAM Member Clubs Through Associations
NASFAM AMC Centers NASFAM
Nonmembers Through AMCs and MAI offices
MAI Field Staff and Officers Through ADD/RDP/EPA
Leading Agencies/Industry Through NASFAM HO
Donor/Development Community NASFAM HO
Language Number
English 1,000
Tumbuka 1,000
Chichewa 4,000

Total 6,000

3.2.2 Bulletins

Crop bulletins are a single page, two-sded mini-newdetter that are prepared quickly and
digtributed in atimely manner to farmers producing and marketing specific crops such as
groundnuts, chili, rice or cotton. Its main intent is to provide farmers with production

information and market news.

3.2.3 RadioPrograms

o NASFAM radio programstarget al farmersin Maawi. NASFAM hasincreased theuse
of the radio for educationa and informationa programs since it is the main source of
information for rurd farmers and has a much wider audience than newspapers and
newdetters. Radio has been made apriority as NASFAM movesinto new crop areas
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and expands into new areas of operation.

o NASFAM entered into anew partnership with the Agriculture Communications Branch
of MAI, in whichNASFAM is sponsoring a ter- minute program twice aweek on the
nationd radio station. This has proved effective as programs are well scheduled.

o Plans have been made to increase the length of the program to twenty minutes so that
more issues can be discussed. NASFAM is dso looking at the posshility of getting
wind up radiosfor GACsor MACsfor farmers use. Thisproposa hasarisenwith the
redization that athough some farmers have radios, they are not optimaly utilized as
they are often out of battery power.

. i )
The NASFAM radio programs have become popular asa means
of providing information to members

3.24 Promotion and Publicity

Promotion and publicity is conducted mainly through the radio and newspapers in a
professona manner with the am of generating public knowledge of the objectives of
NASFAM and itsmembers. Success storiesfrom clubs, associationsand national programs
are emphasized. Articles have adso been prepared for regiond and internationa trade
magazines to generate interest in commercia collaboration with NASFAM and to promote
Maawi’s agriculturd products (e.g. coffee, spicefherbs).

Linkage with private sector service providers is encouraged for a variety of reasons
including promotion, collaborative projects, and mutudly benefiting advertisng.  All
Titukulane newdetters, for example, have private sector advertising thet defray part of the
publishing cos.

3.25 Farme Profiles
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3.3

3.25

NASCENT continued to produceFarmer Profiles, emphasizing the persond benefitsthat
individual membershave experienced sincejoining the association, asaway of encouraging
other farmersto join associations, and providing supporting evidencetoNASFAM donors
and other partners. The profiles have been produced in both English (for distribution to
donors and other partners) and Chichewa and Tumbuka (for distribution to current and
potentid members).

Representative Services

NASFAM has been invited to participate with severd ingtitutiona bodies a the nationd
and regiond levels. The main purpose of such representation is to present and defend
smallholder views and issues, especidly those concerning commerce and trade, donor
development programs, and human resource development. Specid attentionispaidtolegd
and other rights of member dients, and the resolution of any infraction on these rights.
Problem solving and proactive advocacy of smallholder empowerment—espeddly whereit
concerns gender and environmenta issues—iscritica to maintenance of farmer confidence
intheNASFAM concept. Along with staff, association leaders and members of the board
of directors, NASCENT is playing an ever-expanding role in representing membership.

NASFAM g&ff and farmer leaders participate on the following committees:

Malawi Environmental Endowment Trust (MEET)

NGO Food Security Network (SCF-USA)

Cotton Development Committee/Cotton Council (MIPA/MALI)

Agricultura Civil Society In Agriculture Network (CISANET)- Supported by the National
Democratic Institute (NDI)

Malawi Agricultural Sector Investment Program (MASIP)

Malawi Chemical Control Board

NASFAM isamember or collaborates with severa key organizations.

Malawi Export Promotion Council

Maawi Chamber of Commerce and Industry
Malawi Investment Promotion Agency
Natural Resources College, Board of Trustees
Paprika Association of Malawi

Horticultural Development of Malawi
ICRISAT groundnut research

MUSSCO

ARET

Food Security Program

NASFAM hasredesigned itsfood security program, and awareness campaignswere conducted to

encourage associations to plan and design their own association-based projects. The new food
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security program includes projects n gran banking, crop diversfication, seed multiplication,
irrigetion farming, and nutrition courses.

331

332

Village Grain Banks

Of all these approaches, most associations have embraced the grain banks asthe preferred
option. Three basic gpproaches are being discussed for the implementation of the grain
banks.

1. Buying and sdling: Involves procuring grain when supplies are plenty and demand is
low, and sling the grain back to farmers during the lean period.

2. Own farm production: Involves grain production, and the yields are kept to set up
grain banks.

3. Farmers contributing grain to establish a grain bank: Farmers get back the
amount contributed less a certain percentage, which is sold to cover storage and
handling cods.

All the projects are to be sdf-funded by the associations. Field trips were organized to
introduce the proposed programsto associations. To date, meetings have been conducted
with dmog dl associations. It is expected that this program will start next year inonly one
or two areas as apilot.

Seed M ultiplication

All associations vigted, except BASFA, welcomed the seed multiplication project. Crops
to be included in the program varied from association to asociation, but included
groundnuts, soybeans, early maturing cassava, pigeon pesas, Sweset potatoesand improved
bean varieties. This information will be fed into the CROPs Department for planning and
implementation
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A healthy maize crop belonging to an
association member in Thondwe — Zomba

Mainstreaming of Cross-cutting I ssues
3.4.1 Regional Gender and HIV/AIDSTOT Workshops

o Following a pilot workshop conducted in Karongain December 2002, an additional
four regiond workshops on Gender and HIV/AIDS for Association Gender
Representatives and Gender Officers were conducted at the start of the year. These
were Training of Trainers (TOT) workshops, and were designed to enable the
participants (three members from each association and one staff member/Gender
Officer from each AMC) to conduct training in gender and HIV/AIDS issues a the
association leve inthe next phase of the Association Gender and HIV/AIDS Program.

o Anintegrated approach to gender and HIV/AIDS was adopted in the workshopsin
order to highlight why the HIV/AIDS pandemicisaso agender issue, and the negative
impact which gender inequality and HIV/AIDS have on associaion and community
development. Thetotal number of participantsin thisfirst phase of trainingwas 172, of
which 89 werefemde and 83 were mae, including12 staff members/Gender Officers.
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. pr ! . k\ |
Nsipe gender sub-committee — ready for their gender awareness campaign
after undergoing a NASFAM gender and HIV/AIDStraining

3.4.2 Association Gender and HIV/AIDS Workshops

o For the second phase of the Association Gender and HIV/AIDS Program, atotal of
33 workshops were conducted by associations between April and August. These
workshops targeted the association committee members and gender sub-committee
members, and were jointly facilitated by the Association Gender Representatives and
Gender Officers, who attended the regional TOT workshops. In an attempt to create
linkages with loca service providers, many associationsinvited representatives from
locd NGOs and CBOs to attend the workshops and present and discuss issues of
HIV/AIDS prevention, VCT, family planning, orphan care and home based care, in
addition to exploring opportunities for future cooperation.

o A totd of approximatey 550 men and 350 women attended this training. The
disproportionate number of men isdueto thefact that association committee members
are predominantly male. The need to increase the participation of women in decison
meaking processesat dl levels of theassociations, aswell asthe need to reducetherisk
of HIV infection through the promotion of behavior change in the association and
community were identified by participants as key issues, and action plans for
committees were developed during the workshops.

3.4.3 Proposal for NASFAM HIV/AIDS Program Submitted to NAC

o A proposad for funding of an NASFAM Associaion HIV/AIDS program was
submitted to the National AIDS Commission (NAC) in November. The program has
been developed to address the increasing impact of HIV/AIDS on rurd households
and communitiesand agricultura production, and indudes both an expanson of exising
NASFAM activities in the field of prevention and behavior change (e.g. training and
sengtization of members), aswell asanumber of new interventions. Theseincludethe
integration of nutrition and food security issues, and the adoption of strategies for
mitigation and care to assst HIV/AIDS affected households Someinterventionswill be
implemented by NASFAM as part of the organization’'s efforts to manstream
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HIV/AIDS, gender and food security issues, while others will be implemented by
partners to be identified.

o Funding is being sought for the program for one year and, if granted, implementation
will begin in January, 2004. The response from NAC so far has been positive, but the
proposal review process will not be completed until mid-December.

3.4.4 Networking and Linkagesin Cross-cutting Issues

o The process of linking NASFAM to networks addressing cross-cutting issues a
didrict, nationd and international levels continued during 2003. Mestings were
conducted with Digtrict AIDS Coordinators and Committees as well as anumber of
NGOs and CBOs in asociation aress to inform them of NASFAM activities and
discuss opportunities for future cooperation.

o Linkagestothe Minigtry of Agriculture, Irrigation and Food Security on food security,
HIV/AIDS and gender issues were dso strengthened through participation in the
planning of the World Food Day commemoration in Karongaon October 16, & which
NASFAM was represented by Kaporo Smdlholder Farmers Associdion. In
collaboration with the Depatment of Agriculturd Extendon Services and the
HIV/AIDS Agricultura Sector Action Research Network, drategies for the
maingreaming of HIVV/AIDS and gender in the agricultural sector were devel oped.

o Longstanding membership of the Devel opment Assistance Group on Gender—whichis
involved in advocacy and gender coordination, and includesrepresentativesfrom donor
agenciesand the Minigtry of Gender and Community Services—continued throughthis
year.

o The building of drategic dliances with government, donors and civil society
organizations is a key aspect of the NASFAM approach to mainstreaming cross-
cutting issues. This helpsto ensure better coordination of activities on theground, and
enables NASFAM to focus on its areas of expertise, namely association business
development, crop production, and marketing, while developing partnerships with
sarvice providersin other sectors for the benefit of its members.

3.5 Association Self-Hdp Fund
o Associations were invited to submit proposas to the Association Sdf-Help Fund for Rurd
Infrastructure Improvement in January. Of the 29 proposals received, eight projects were
goproved in five different AMC aress.

o Bridge congruction/repairswere carried out by communitieswith Sdf-Help funding in Baaka
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3.6

Chilies Association and BASFA (Bdaka), Dzaone Association (Zomba), Nsipe and Kandeu
Associations (Ntcheu), and Ntiya A ssociation (Namwera). Road maintenance was carried out
in Chiwamba Association (Lilongwe North), while Katuli Association (Namwera) wasforced
to delay road repairs due to necessary changes in project implementation and has yet to
complete the work.

o A total amount of MK560,000 was disbursed and the bridge and road repairs have gregtly
improved the access of communitiesto markets, hedth facilities, schoolsand other services, as
well as ensuring the continued operation of the NASFAM Transport Program in these aregs.

Taking arolein community development programs
under the self-help programs

Management Information Services Unit

A key activity is to establish linkages with data sources through e mail, the World Wide Web,
publications and inter-agency data systems, and to have ready access to information in demand.
Systems are in place to assure a two-way flow of information between fidd and NASFAM, and
with time and further educeation, the system will become truly effective. A comprehensive data
storage, retrieval and reporting system is being established whichwill greetly expand NASFAM
cgpabilities in management and marketing systems.

Data Bases and Informationa Reports

Membership data

Crop marketing reports

Fertilizer Source/Price Bulletin (bi-monthly: August to November)
Commodity Source/Price bulletin (May to November)

Quarterly and Annual Progress Reports

Program tracking reports
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3.7

Human Resour ce Development Unit

Thisunit isrespongblefor the implementation and coordination of training courses and workshops
fallowing aralling Three-Y ear Training Plan based on the training needs assessment of 2002. 24
NASFAM courses took place during the 2002/03 program year with 649 participants (21%
femae). The courses focused on association leadership and fidld &ff training.

3.7.1 Internal Training Workshops
Interna Training Workshops are training programs organized and faciliteted by theHRD
Unit. These are asfollows:
Training Title Trained Category No. Participants Total
Workshops Male Female
Committee Strengthening Association Committee 12 352 103 455
Training Workshop Members
Internal Checkers and Internal Checkers and 5 63 13 76
Treasurers Training Treasurers
Association Management Association Managers 1 13 0 13
Training
New Staff Induction Course ~ CPMMs 1 12 0 12
Bookkeeping Training Association Bookkeepers 1 6 13 19
Board L eadership and NASFAM Board Members 1 6 2 8
Governance
Agriculture Extension CPMMsand AFOs 2 55 0 55
Team Building NASFAM Board Members 1 8 3 11
Total 24 515 134 649

3.7.2 External Training Workshops/Programs

These are trainings or workshops attended by NASFAM staff or members, facilitated by
externd people or inditutions within or outside of Maawi. They are asfollows:

CourseTitle Participants M | F| T | Position Venue
Financefor non- | B. Chinyamunyamu | 0 [ 1] 1 | Manager PPU Malawi College
financial D. Warren 1 [ 0] 1| CROPSManager of Accountancy
managers S. Mwenifumbo 1 0] 1] Admin. Manager

R. Ngwira 1 | 0| 1| Business Operations

Manager

CIMA T. Chithiti 1 | 0| 1| Assistant Admin. Manager
Business Sam Mwalwanda 1 | 0| 1| Association Manager Correspondence
Administration Rumphi Cambridge /UK
Purchasing Globby Nzunga 1 |0|1]| OfficeClek Correspondence
Supply / BMC Malawi
Total 6 |1]7
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3.7.3 Adult Literacy Program

NASFAM’s Adult Literacy Program started in May 2003 in the south of Maawi. Two
classeswereintroduced: Stage 1 for beginners, and Stage 2 for thoseinterested in learning
alittle English and some advanced reading and writing. Asof September 30, 2003 student

enrolment was as follows:

L ocation Stage 1 Stage 2 L ocation Total
M F T M F T M F T

Baaka 81 824 905 110 550 660 191 1,374 1,565
Namwera 140 1172 1212 152 800 952 392 1872 2,164
Mulanje 13 450 463 8 375 385 21 825 846
Thyolo A 569 603 47 483 530 81 1,052 1,133
Phalombe 8 309 317 19 293 312 27 602 629
Zomba 51 936 987 68 A7 1,015 119 1,883 2,002

327 | 4,160 | 4,487 404 | 3,432 | 3,836 731| 7,592 8,339

Included in the Adult Literacy classes are the following additiond topics:
Gender and HIV/AIDS sengtization
Democracy and human rights
Farming as business

3.7.4 Training Material Development

The following training manuas have been deve oped:
Introduction to Extenson Manua for AFO and CPMM
Board Leadership and Governance Manua

Interna Checkers Tool Kit

4.0 NASFAM Commodity Marketing Exchange—NASCOMEX

The core marketing servicesbusinessof NASFAM under itsnew framework isthe NASFAM Commodity
Marketing Exchange. Asafor-profit production and marketing entity, NASCOMEX supportstheability of
NASFAM associationsto market their products, meet their financing needs, develop new and val ue-added

business opportunities, and control access to domegtic and external markets.

4.1  Marketing Operations

4.1.1 Malawi Birdseye Chilies

29



NSP 2002/2003 Annual Report

Background

Now initssixth year of operation, the Zikometso Association hasthree marketing zonesin
Phadombe, Thyolo and Mulanje, covering nine EPAS, and each zone hasitsown committee
and general assembly. About 260 clubs and 50 marketing centers (MACs) cregte the
backbone of the market structure, and the 5,700 farmer members produce more than
80MT of chiliesin the association area of operation. The associationismanaged through
its own board of directors and has its own independent management structure.

The second asociation producing chilies—Balaka Chilies Association—is now in its
second year of operation but wasableto export for thefirst timelast season. An officewas
opened in Bdakain FY 2001 at the BASFA premises to kick-gtart anew chili marketing
operation in Nankumba/Chilipa and Ntgja areas. Both these areas have now becomefull
chapterswith AFOsassigned to theareas. New clubs have been formed, and the old ones
srengthened as Association Field Officers have carried out basic training in association
development and collective marketing techniques.

General
The 2003 chili marketing program hasamaost cometo an end, and buying hasstopped. The
program was a success despite stiff competition from intermediate buyers (1Bs).

The program benefited from exchange gains because of the depreciation of the Kwachaas
the sdlling price was pegged in US dallars. The prices ranged from US $3.50/kg to US
$4.00/kg. Thefirst container was sold when the KwachawasMK 91.87 to adollar and the
14" container has been sold a MK 107.00 to adollar.
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Workers at the old Zikometso Wéréﬁouse pre-par_e chiliesfor aryi ng
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Zikometso Association

o At the beginning of the year, Zikometso Association st its marketing target at 15
containers (105MT). The associaion’s management and buying officers beieve this
target could have been met if the association members had not been exposed to as
much IB trading asthey were.

o By the end of August Zikometso Association had bought a total of 83.9MT, out of
which, 11 containers (77MT) of grade A have been exported to Europe. Theres,
classfied as Grade B, has been sold locdly & MK160.00/kg. The grade out
percentage has again been contained at 5%.

o Zikometso maintained acompetitive buying price of MK 120/kg throughout the season.

o In pursuit of vaue-adding, Zikometso has for the firgt time produced some chili
powder. So far, 500kg of chili powder has been produced and is awaiting sale. This
was done on a pilot bas's, and market availability and potentid will determine future
arrangements.

Balaka Chilies Association
o A tota of 34MT have been bought againgt atarget of 35MT.

o Initidly thefarm gate pricewasM K 140/kg but was adjusted to MK 150/kg dueto stiff
compstition in the area.

o Sofar three containers (2IMT) of NASFAM 1 have been exported and the 4"
container will be loaded in the third week of October. 1,226.9kgs of grade B have
been sold locally a MK 160/kg.

Nonmember Buying

o Inabidto providemarketing servicesto awider network of smallholder farmersand to
increase revenuefor NASCOMEX, NASCOMEX started buying from nonmembers
in Nkhotakota this year.

o Over 14MT has been bought againg the initid target of 10MT. Out of the 13.5MT
sent to Zikometso for grading, OMT isgrade A and 2.3MT isgrade B.

o Thegrade B has been sold locally a MK 160/kg and grade A will dso be sold locally
at approximately US $3/kg dueto high Aflaoxin levelswhich are abovethe accepted
limit in Europe. This is a chdlenge with whichNASCOMEX will have to ded when
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working with nonmembers, as—unlike NASFAM members—they will not normally
have been exposed to technica training on recommended agronomical practices.

2003 Bir dseye Chili Season

Crop Volume Purchase Value SalesValue SalesValue
(MT) (MK) (MK) US $)
Zikometso chilies 84 10,080,000 26,600,000 286,263
Balakachilies A 4,930,000 7,729,000 78,380
Nonmember 14 2,100,000 2,722,000 25,440
chilies
Total 132 17,110,000 37,051,000 390,083

4.1.2 Cotton Marketing

Background

The Balaka Area Smallholder Farmers Association (BASFA) was formed in 2000 and
now boagts a club and farmer membership of 230 and 3,700, respectively. Thefirg two
seasons focused on direct delivery programswith farmers achieving “ginnery gate’ prices
that were 20% higher than farm gate prices.

General

BASFA has bought atotal of 383MT againgt atarget of 600MT. The association has
faled to reach its target because most farmers had increased their acreage of maize after
experiencing a drought and food shortage the pervious year. Some areas in Balaka dso
experienced floods which destroyed some cotton fields.

Current Situation
o Theprogram saw the risein farm gate price from MK 14/kg last year toMK 21/kg at
the tart of the 2003 marketing season. Since the volumes for cotton were low, the

pricesincreased from MK 21/kg to MK 24/kg, then findly to K26/kg.

o BASFA closed its program in September after delivering 378MT to Clark Cotton.

2003 Cotton Season
Crop Purchases PurchaseValue | SalesValue(MK) SalesValue
Volume (MT) (MK) (US$)
Cotton 333 8,224,880 9,921,000 96,327

4.1.3 Groundnut Marketing

Background

The Mchinji Area Smdlholders Farmers Association (MASFA) was founded in March
2000 with 206 clubsand 4,024 farmer-members operating nine market centers. Over 183
metric tons was marketed in 2000, the firgt pilot year, with asecond “bonus’ payment of
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MK®660,000. This bonus created considerable confidence in the association' s syle of
marketing, and membership grew consderably. Tonnage increased to 427MT for the
2001 season, with an excdlent first payment of MK30/kg. Today MASFA boasts
17,000 farmer members located in 800 clubs, and operating 40 market centers.

General

For the first time, Six associations marketed groundnuits this year. As was the case with
chilies, groundnut marketing associations had problems containing competition from IBs.
Despite this, the program went smoothly, especidly in terms of financing. Rab Processors
Limited provided financing for 5S00MT of groundnuts.

Current Situation

o From atarget of 1,000MT, atotd of 836MT has been bought from the various
association, as well as from nonmembers.

o Sofar, 516MT have been sold and paid for. The sales were asfollows:
0 40.068MT sold to Tambaa Foods at MK 40/kg
0 9.6MT sold to Canon Garthin the UK at US $430/MT
0 28MT sold to Blancom in South Africaa US $650/M T
0 438MT soldto RAB Processorsat different unit priceswith atota sdlesvaue
of MK 18 million

o NASCOMEX dill has a stock of 145MT in Mchinji and 115MT in the Lilongwe
warehouse. Out of this, 172MT will be shipped to Blancom to saisfy the signed
contract for 200MT.

o NASCOMEX dso sgned a contract with Balow Lane and Bdlard (BLB) for three
containers (54MT) of sized groundnuts. The groundnuts were to be Szed and tested
for Aflatoxin in South Africa through Blancom, then shipped to BLB. 60MT has
aready been shipped to Blancom, but unfortunately the Aflatoxin levelsare abovethe
accepted limit of 20ppb. Discussions are underway to look for away forward.

o After supplying the 200MT for Blancom and BLB there will be an excess of 55MT,
which may be sold to Fairtrade under Twin Trading in the UK.

2003 Groundnut Season
Purchases Purchases Sales Volume Sales SaIAegspygl(iJe
Volume (kgs) Value (MK) (kgs) Value (MK) (US$
Mchinji 349,000 12,215,000.00 156593.48 5,665,388.24 59,019.67
LL. South 90,000 3,150,000.00 89,188.67 3,835,112.81 37,234.10
LL. North 26,000 910,000.00 21,148.67 951,690.15 9,239.71
Kasungu 145,000 5,075,000.00 140,680.45 5,908,578.90 59,085.79
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S. Mzimba 7,500 262,500.00 6,287.24 264,064.08 2,467.89
Ntcheu 3,000 105,000.00 2,933.40 132,003.00 1,233.67
Non member 180,000 7,200,000.00 99353.15 4,801,526.00 48,015.26
Total 800,500 28,917,500.00 516185.06 21,558,863.18 | 216,296.09

4.1.4 RiceMarketing—Karonga

. , -
NASFAM Kilombero rice has earned a name on the market
asthe best aromatic rice

Background

The Karonga Association (KASFA) was founded in June 2001, with its firgt pilot rice
marketing program garting in July of that year. By Augug, 120,617kg of paddy were
procured and milled, and by theend of last year, 64,000kg of long-grain polished riceand
9,550kg of broken ricewere ddivered to the care of NASCOMEX Marketing Operations
Department for bulk and packaged sale.

In January 2002, NASCOMEX started the breakdown packaging of 11IMT of Kaporo
Kilombero rice into 1, 2 and 5kg retal units, and began wholesale operations with key
high-end retailersin Lilongwe, including Bisnowaty, Foodworth, SevenEleven, and Tutlas
This pilot effort proved highly successful and 25% more profitable, and the program will
expand greetly this coming season.

General
The Karonga Association started buying in June, and they have bought atota of 148MT &
MK14.50/kg. Their target was set at 300MT.

The reduction in volume is due to the fact that the areain which KASFA operates was hit
by drought. To increase the volumes, KASFA went to buy from schemesin Wovwe and
Hara, but even there the volumes were not sgnificant.
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Current Situation

o A totd of 35MT of paddy rice has been milled, resulting into 15SMT of milled rice,
which has been packed into 50kg bags, and 20kg bales of 2kg and 5kg packets.
These have been distributed to Mzuzu NASCOMEX office, Blantyre NASCOMEX
office, and the Lilongwe warehouse.

o The packetswill be sold to retail shops like Seven Eleven and Tutla

o Therice will be milled gradudly, so as to spread it throughout the year, rather than
having 4-5 months shortages as was the case previoudy.

o By theend of August, NASCOMEX had over 15MT of brokenricein stock fromthe
2002 crop. The price was dashed from MK20/kg to MK 10/kg after considering the
fumigation cods that were being incurred. The whole stock was sold.

2003 Rice Season

Crop Volume Purchase Value SalesValue SalesValue
(MT) (MK) (MK) Us $)
KASFA rice 148 2,146,000.00 * *

* Only about 25 MT of rice has so far been sold. NASCOMEX plansto releasericein small quantities onthe
market to ensure a constant supply throughout the year.

4.1.5 Paprika— South Mzimba, Kasungu and Rumphi

Background

In June 2001, NASFAM sgneditsfirst contract with Cheetah Maawi Ltd. to buy and s
al the paprikain the South Mzimbaarea. The season ended with 27,447kg of paprikasold
to Cheetah, vaued at MK 1,803,072. South Mzimba farmers also marketed 35.5M T of
high qudity soybeans through the Associaion Union with a buy/sdl margin of MK 3/kg.
Tota salesfor soybeans that year exceeded MK 548,107

The market season gtarted in July this year. In addition to South Mzimba Union, nine
additiona associations in Kasungu and Rumphi aso have paprika buying contracts with
Cheetah Ltd.

General

This year the target was 50M T, whichisadmog haf that of last year. Only South Mzimba
and Rumphi participated in the program. Cheetah Ltd pre-financed for MK 300,000.

Current Situation
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o To date, MK249, 000 worth of paprika have been ddivered to Cheetah Ltd. This
represents 45MT of gradesA and B.

o Thedragticdropin volumesisdueto low farm gate prices|ast year, where the highest
gradewasgoing & US $1 (MK80). Thisdiscouraged many farmersthat were planning
to diversfy into paprika production.

o Inresponsetothis, NASFAM plansto produce paprika asawinter crop, and asoto
work with afew clubsfirg.

2003 Paprika Season

Crop Volume Purchase Value SalesValue SalesValue
MT) (MK) (MK) Us$)
Paprika (Mzimba, 45 - 239,000 2,757
Rumphi, Kasungu)

-

A healthy crop of paprika
4.1.6 Soybean Marketing

General
At the beginning of the season, only four associationswere marketing soybeans, but asthe
program drew close to an end, Ntcheu and Lilongwe South joined the program.

The target was S00MT, of which 238MT has been bought.
Current Stuation

The associations have closed their soybean programs, and ddliveriesto buyers have dso
cometo an end.
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4.2

Soybean Sales Summary
Association Volume kgs Value MK
S. Mzimba 78674.5 1637911.2
Kasungu 71399.2 1469624.6
LL South 17969.2 403064.8
LL North 2325 59750
Ntcheu 6525 164350
Mchiniji 16000 272000
Non member 45490.2 841411.8
Total 238383.1 4848112.4

NASCOMEX — Business Operations

4.2.1 Bulk Fertilizer Procurement and Sales

Fertilizer isusualy sold for cash during the months of June to October, and sold on credit
during the months of October to December.

A rigorousexerciseto get the best fertilizersat the best conditions of sdlesstarted in March
and ended with the Signing of acontract with RAB ProcessorsLtd. on May 28, 2003 for a
second year running. Under this conagnment contract, NASCOMEX collects fertilizers
from RAB processors with the blessing of their principals, PJC Commodities Private Ltd.
of South Africa and Conagra of USA. Payment is after sales of the stock at US dollar
prices set in the contract. The contractud quantities are asfollows:

PRODUCT TONNAGE
CAN 4,500
UREA 4,000
23.21.0+4s 4,000
COMPOUND D 1,500
21:16:.0+3S+Zn+Bn 500
TOTAL 14,500

Thisis an increase of 65% from last year, and it is envisaged that repeat customers who
have benefited from use of KULIMA Gold Brand of fertilizers last year will be the man
target group of the program.

Ddivery of fetilizers commenced on June 6, 2003 and by the end of September,
6,735M T—worth about US $1,780,000—had been delivered to NASFAM farm supply
shops. This is againg a target of 5000MT planned for the first three months of the
program. This can be attributed to an increase in outlets (using farm input supply shops)
from 33 to 48, and the redization by farmers that fertilizer prices go up every year,
especidly after the closure of the auction floors.

NASCOMEX haspaid US $721,536 (MK 77,532,779) to RAB processorsfor fetilizars
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4.2.2

sold by 30 September, 2003. Associations have made commissons amounting to
MK 1,087,140 for the period June to September, 2003 on the new contract.

Thetotd volume of fertilizer sold through the associationsthisfinancid yearis9,396MT, a
avaue of US $2.8 million. The amount bought this season, i.e. garting in June 2003, is
6,735MT.

Association Farm Supply Shopsand Central Supply

15 new shops Started operations this year, bringing the total number of shops to 49.
NASCOMEX hasbecomethemain supplier of shop commodities, including seed, treadle
pumps, chemicalsand hardwareitems. Gross saesrevenuefrom April to September 2003
of non-fertilizer items reached MK 4,345,332, with cash sales being MK 249,686.00.

NASCOMEX provides the following commercid services to asociations with retal
operations:

o Condggnment stock contracts with seed and supply companies

o Consgnment stock program for fertilizer — cash and credit systems

o Direct order systems for the payment and ddlivery of goods through Head Office
(hardware, consumables, chemicals)

o Centrd supply service through Head Office for bulk commodities (treadle pumps)

o Stock trangport through the NASCOMEX fleet

New Developments

o A Monthly Sales Report has been introduced in shopsto monitor the performance of
each shop. Managershave been requested to ensure that they providethisinformation
on amonthly basisto the Farm Supply Shops Manager.

o Managerswill report credit and cash purchases madein amonth by shop, and opening
and closing stocks on hand.

o Associations have been advised to ensure that the pricing of goods is based on other
retailer’s prices and the costs of goods with the assstance of managers, in order to
increase sdes volumes.

o A modd farm supply shop has been established at Lisasadzi in Kasungul.

o Farm supply shop operating guiddines, together with NASCOMEX/Farm Supply
Shop contracts, have been drawn up.
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Currently NASCOMEX is expected to make a gross profit of MK 300,000.00 from the
supply of farm inputs to the Dimon Flue Project.

During the third quarter, al the farm supply shops were grouped into three categories.
good, bad and worst. This classification is based on physical appearance, repayment of
debtsto NASCOMEX, and stocks held in the shops. This grouping isintended to ensure
proper procedures are followed when opening shops, aswell asin their management.

43 Fleet Management

NASCOMEX manages two commercia trucks of four and seven tonnage. As of September 30,
2003, after one-year of operation, the two-truck fleet generated MK 2,409,974.

e T — |

4.4  Bulk Trangport Contract Management

Bulk transport contracts have exceeded MK43 million (US $583,000) this year. Associations
have earned commissions of MK 11,733,025, and NASCOMEX hasreceived MK 1,453,400in
revenue. A full-time employee manages the extensive tracking that is required for thisservice, and
three gaff work in the field to assst farmers in the preparation and verification of transport

documents. In addition to transport contracts, NASFAM aso provides group blanket insurance
coveragefor goodsintrangt, storage, and fire/theft. Cost of the policy isshared by dl participating
associations.
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5.0 NASFAM Donor Support Programs

During FY2003, NASFAM continued to receive grants from USAID and NORAD, having seen
completion of DANIDA and EU-PROSCARP program activitiesin FY 2002. Each grant isaccounted for
according to each donor’s conditiondities, and where specid requirements exist, is monitored for
compliance.

USAID funding is primarily focused on the development of NASCOMEX and NASDEC business
activities, while NORAD support is directed towards NASFAM's socid development programs with
NASCENT. In terms of areas of interest, USAID and NORAD support is therefore highly
complementary.

6.1 USAID

USAID’ s NSP, managed by ACDI/VOCA, provides corefunding and technical expertiseunder a
contract arrangement with the NASFAM Board of Directors. Thegrant isparticularly focusedon
the development of NASCOMEX and support functions, such as financid and administration

systems, management information services, sustainable agriculture, and fied audit functions. The
NSP grant and contractual agreement ended on September 30, 2003, following a one year

extenson. An amount of US $1.5 million was provided to NASFAM by USAID through a sub-

grant from ACDI/VOCA in FY 2003. Technica Assislancefrom ACDI/VOCA during thefinancid

year amounted to approximately US $0.9 million.

NASFAM has submitted a proposal to USAID for direct support of its Strategic Development
Program for the next three years, with a continuing focuson the devel opment of NASCOMEX and
NASFAM sugtainability. It ishoped that funding will bein place by December 2003.

6.2 NORAD
NASFAM entered into an agreement with NORAD effectiveOctober 1, 2001 for support to four

programmatic areas. Budget amounts, shown below, covered the period to March 31, 2003.
Funding is in Norwegian Kroner—amounts are converted to US dollars for the purpose of this

report.
NORAD Grant October 2001 —Mar ch 2003
L OP Budget
1. Human Resource Devel opment 410,000
2. Material Support 450,000

3. Community Action 150,000
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4. Commercia Programmes 250,000
5. Overhead Support 230,000
Total US $1,490,000

Program activities were successfully completed in March 2003, and effective April 1, 2003 anew
three-year phase of support was initiated, with the following programmatic areas and budgets.

NORAD Grant April 2003 — March 2006

L OP Budget
Uss$
1. NASDEC
A ssociation Business Management 230,593
Association Construction Programs 231,513
Association Geographic Expansion / Cost-Share Support 591,513
Crop Production Programs 374,104
MUSCCO Sub-Contract 643,056
System Support 168,953
2. NASCENT
Training 265,500
Numeracy/Literacy Training 229,167
Policy and Advocacy Programs 219,135
Communications 144,671
HIV/AIDS, Gender and Governance 177,000
Short Term Technical Assistance 183,333
Ingtitutional Exchange Programs 154,167
System Support 137,297
Total US $3,750,000
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6.0 Planning, Reporting and Monitoring
e

6.1

Planning, Monitoring and Reporting

The planning, monitoring and reporting program for NASFAM isextensve. An annua drategic
devel opment/planning workshopisheld once ayear for top-level NASFAM management toreview
ongoing programs, plan for new initiatives, and develop new concepts. Thisworkshop is supported
by four follow-on management/regiond saff meetings, held periodically with NASFAM program
managers to discuss operationa and adminigtration issues.

The NASFAM Head Office meets bi-weekly by company (NASDEC, NASCENT and

NASCOMEX) to discuss assgnments for the period and coordinate on-going activities. Each
regiond office and association management team a so meets on aweekly basisto review progress
and plan for the week’ s activities.

The NASFAM Executive Committee meets at |east once amonth and on aneeds-bebasistoform
aconsensus- based decision making process, to maintain effective communication, andtodevelopa
personable and professona working relationship between NASFAM leadership and technica
advisors. The Executive Committeeismade up of the CEO, Executive Director of NASCENT, the
Genera Manager of NASCOMEX, and the Financid Director. The NSP Director so maintainsa
seat on the Committee.

Planning and reporting procedures at the association level gart with the development of the Annud
Work Plan, now donein coordination with the Regiona Support Teams. Association management
a so compiles Quarterly Action Plansthat are reviewed and adjusted weekly. Association business
reports are submitted monthly to NASFAM Head Office. NASFAM also prepares an Annual

Work Plan, and progress reports on activities are prepared quarterly and annually.

I
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Quarterly association manager meetings are part of the
planning, monitoring and eval uative process

Planning, Reporting and M onitoring

Association Level

Annual Work Plan and budget
Quarterly Action Plans

Weekly Planning and Monitoring Meetings, with
Association Management

Monthly Business Reports
Monthly financial reports

Committees meet monthly, regional staff isa
member of committee

Association General Assembly meets quarterly
for activity planning

Association meetsfor AGM: elections, work
plans, budget, annual report

Two weeks before Program Y ear
Oct-Dec/Jan-Mar/Apr-Jun/Jul-Sep

Held either Monday or Fridays

Submitted first week of following month
Submitted first week of the month

Monthly
Four per year, every quarter

Annually —end of FY

NASFAM Office

Annual Work Plans
Quarterly Reports

Annual Report

Annual and monthly financial reports
Frequent field visits to associations
Field management meetings

Executive Committee meetings

To start October 1
Submitted first week of Jan, Apr, July, Oct

Oct - Sept; Submitted Nov — Dec (after
annual audit)

FY start October 1
Throughout the year
Four per year, every quarter

Weekly; needs-be basis

Regional Team

Team members prepare individual Quarterly
Report; assists Association in the preparation of
their plans, budgets and reports

Every quarter

NASFAM Audit Team Audits Associations,
trains bookkeepers, prepares annual report; team
reports to committees

Every quarter, report is annual

Board of Directors

Board Meetings, GM reports
Attend association meetings
Review and inspect new associations

Approve auditor; receives report

Four per year; every quarter
Asscheduled
Asscheduled

End of FY
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NASFAM General and Annual General Meetings. At AGM:  June and December
Annual Work Plans and Budgets discussed;

Annual Report and Annual Financial report

reviewed, elections held

General Assembly




